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DEVELOPMENT OF STATE TRADE
IN NORTHWEST AND SINKTANG

Ting Feng

“eq+e rtrade 1n the Northvest has been conducted chiefly by the Main Of-
fi0e of the forthwest Trade Corporation in the so-called frontier area in
Shenst, Kapsn, and Ningsia provinces. Before Sian was liberated, there were
s1x bwranch offices, 30 subsidiary dbranch offices, and more than 20 stations.
D.iring the Liberation War, the mein functions of this corporation were to sup-
porT the war front, %o adjust supply and demand in the interior areas, and to
maintain monetary equilibrium in the economic struggle against the enemies of
the peeple.

Afex victory in the Liberation Wer, this corporation rapidly extended
ivs tusines: to newly occupied areas in Kansu, Ningsia, Tsinghai, and Sinkleng
provinces and moved its Main Office to Sian. Up to the end of July 1950,
there were 340 stetions of various sizes already established and scattered
throwgheut five provinces, in 163 hsiens, which comprise 55.5 percent of the
+a%al number of hsiens in the entire Northwest. Although some of these sta-
*ions,hendled numerous commodities, most of them speclalized in a specific
field such as cohton prints, provisions, local products, hides, furs, tea, hog
trisztles, transport services, etc.

‘In the past year, these state trade organizations have made great efforts
+o promote the distribution of products. Through the adoption of the priunci-
ples "trade is to serve production" and "commerce is to serve industry,” the
sconemic development of the Northwest has been greatly expedited and the peo-
ple there have benefited tremendously.

In August 1949, the issuance of bank notes of large denominations, such
g5 for 500 and 1,000 yuen, caused & sudden jump in prices. On 14 September,
the price of cction yarn in Sian began to rise; on the 16th, flour and bolt
prices rose., The peak was reached on the 18th, when prices of all producis
increared, TFine white cotton cloth rose 1.29 percent; 20-gauge cotton yarn,
25 percent; cotien, 7.14 percent; millet flour, 20 percent; and wheat, 29.14

percent, ‘
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‘The rorporation immediately made the necessary adjustments by dumping
large quantities of all the various goods on the market. Prices dropped
shavply. Totton yarn was 30,000 yuan per bundle; but after the corporation
dumped the goods on the market, the price dropped to 26,000 yuan on the first
41y Nn +he second day, the corporation dropped the price to 23,000 yuan and,
again, the warket folloved suit. Luter, in November 1949 and Februsry 1950,
+here were several occasions when prices threatened to rise. The corporation
adoptod appropriate measures each time to prevent prices from rising, or else

permittod only 8 =light rise.

tn March 1053, prices on all types of commodities dropped sharply all
aver tne country as a result of the centralized control of financial and eco-
wemic affalrs. But in Urumchi, capital of Sinkiang, & bad inflationary ten-
denrv persiszted  This was caused by the lack of modern communication and of
Late means 1o disseminate information concerning commercial conditions in
However, the corporation again geined control over the market

cthey caties

fv tMe basis of the Urumchi price index at ‘he end of December 1949, the
ipdex in January 1950 was 74.23; in February it was 108.20; in March it was
133.7C  After the corporation dumped large quantities of goods on the market
in April 1950, the price index dropped to 108.90. For the benefit of the
2, +he company tried to prevent prices from rising. At the same time, to
pretert v interssts of the producers, the company tried to prevent prices

from dropping too muech.

me.

Afier +he finencial and economic affairs of the nation were placed under
ceptrelized wontrol, the price of some commodities became even lower than the
sost of preduction It was therefore necessary for the corporation to keep
the ofririal prices stable for a period of time by purchasing & certain amount
o goods For inetance, in May end Jume 1950, when prices vere extremely low,
rus -rade corperation at Sien spent 18.3 billion yuan to purchase provisions,
+on cloth, cotton, end other blocked commodities.

L
PRI

pefore Sian was liberated, most factories were virtually closed due to
tpa exploitation snd propeganda of Chiang Kai-shek and Hu Tsung-nan. After
1he liberation of Sian, the state-operated cotton prints corporation took an
actiwe par+ in negotiating commodity contracts with the Ta-hua and Shen-hsin
fartories, which owned 60 percent of the spindles and 90 percent of the looms
ip the Northwest. The -orporation supplied these two factories with raw cot-
ion and sold their produtts. In August 1950, this corporation ordered from
Ta-hua 30,000 bolts of fiie cotton cloth, 10,000 bolts of coarse cotton cloth,
q00 rales of 20-gauge cotton yarnm, and 125 bales of 16-gauge cotton yarn, and
cuppiicd 821,250 catties of raw cotton to Ta-hua. The corporation also or-
dered from Shen-hsin 5,000 buolts, each, of fine and coarse cotton cloth, and
1,020 bales of 20-gauge cottoa yarn, and supplied 612,500 catties of raw cot-
ven to Shen-hsin. Thus these “wo factories quickly resumed operations.

In Sisn alone, from May to A:gust 1950, the corporation farmed out
312,500 bags of flour for procesriag and supplied 16,000 piculs of raw cotton
for outside processing into clotlh. The corporation also farmed out orders to
the hand-wesving industries to produce more than 59,000 bales of coarse canvas
and 10,000 bales of lining material, in addition to another order for more
than 25,000 bags of flour. At Lan-chou, the corporation farmed out orders for
1.268,100 catties of flour. By purchasing large quantities of local products
and raising the prices of agricultural products, state trade agencies raised

the masses' interest in the production race.
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ror example, *the Tsinghai Local Products Corporation peid Huang-yuan
rarpers avout. 90 million yuan for medicinal herbs. This amount of cash was
sufficient <o huy 987 piculs of wheat to support 1,795 people for a month. As
& reeult,, secoundary products enterprises everywhere began to flourish. The
corporation adjusted the price of wool from 1,450 yuan per cetty in Jenuary to
7,500 yuan in August 1950. This represented more than a fourfold increase.
At the same time, the prices of bolt cloth and other manufactured goods
droppsd 43 percent in March. In 1950, about 5 million catties of wool were
shipped out of Tsinghai Province. Investments in the province amounted to 3.k
billion vuan.  Since the price of wool was rising while the price of other
« dropping, the buying power of the people in Tsinghai actuelly in-
to 20 hillion yuan.

coods W

C T ]

incomplete statistics show that from January to July 1950 various state-

onerated rorporations in Kansu Province sold more than 80,000 bolts of cotton

Yeih and, in Ningsia Province, more than 20,000 bolts. In Shensi and Tsing-
hai provinces, they sold even wore.

e commercial center of Sinkiang Province is Urumchi, whose local ex-
nerts and imports amounted to more then 900 tons. In addition, more than
3,800 000 cattlies of provisions and 230,000 bolts of cotton cloth were sold.
Seme of this cotton cloth was produced in the Northwest and some was shipped
1n frou other places. Exports from the Northwest included more than 7 million
cnttiss of weal, 78,000 hides, 110,000 bunches of sausage casings, 210,000
satties of hog bristles, 1,600,000 piculs of pharmaceutical materials, and
7,840,000 satties of tung 0il. The total value of these items would equal
2 of wrre +han 400,000 bolts of cotton cloth. Cotton exports to East China
and the Southwest were as much as two thinsds of China's total production.

Grate ‘rade agencies, however, were still uneble to take full responsibil-

1ty in directing market affairs. In meny places, particularly in minority dis-
I thers are few cadres and the languages spoken are dissimilar to

lauguage, the merchants who visited the rural areas sold their tea,
th. and brown sugar to the inhabitants at high prices, making great
Merchants oought cotton cloth in Lan-chou for 12 yuan per bolt and,
afrer vansperting it to Lo-tu, Tsinghai, sold it for 34 yuan per bolt, mak-
ing move fhan 100 percent profit. Then the merchants tried to purchase wool
and crher fare products at very low prices. Therefore, the corporation has
received requests from different places to set up trade stations.

Another drawback to the trade in the Northwest is the fact that the minor-
ity tribes are unable to read Chinese and are not willing to accept paper money
jgsued by the Central People's flovernment. They regard silver yuan &s the
principal medium of trade and they practice the barter system as an alternative.
These conditiocns have complicated the work of extending trade to the rural
areas

Por example, the state trade agencies which were assigned to purchase fur
had to use the government currency, while private merchants were free to use
siiver yuan. This gave the merchants an opportunity to exploit the people in
the rural areas. In addition, the state trading system had other shortcomings;
ite price policy prevented goods from c¢irculating smoothly. In May 1950, sheep
¢asings cost 15 Sinkiang yuan ear at I-1i, Sinkiang Province, while at Urumchi
they cost 18 Sinkiang yuen. Th' - caused an influx of sheep casings from I-1i
to Urumchi.

The trade corporation at A-k'o-su, Southern Sinkiang, fixed the official
purchase price of wool at only 800 yuan per 100 catties, while the trade cor-
poration at Urumchi had to fix it at 1,400 yuan. These shortcomings in the
distribution of materials reflect the need for better administration. Conse-
quently, the corporation hes muee a survey of the problem and decided to over-
come the difficulties by adjusting relations between public and private inter-
estsE.
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